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PROCEEDI NGS

MR. LAY: Good norni ng.

[ Chorus of good nornings. ]

MR. LAY: Good norni ng.

[ Chorus of good nornings. ]

MR. LAY: There it is. W've got a packed house
again, and we appreciate that. | think we had an overfl ow
crowd outside, and sone of you, apparently because of fire
mar shal s and ot her people like that, nmay have to go back to
your desk and watch this on the webcast. |'msorry again we
didn't have quite enough space, but this is the biggest
pl ace we' ve got cl ose by.

Probably in nore normal circunstances | woul d have
had a few words, a few nore words to say about Septenber the
11t h, because it obviously changed our world forever,
probably forever, horrendous acts, terrorism needless |oss
of lives.

| think we have now seen who the true heroes in
our country are, again nen and wonmen of character who woul d
be willing to run into burning buildings and give their life
for other people or try to save other people. As sonebody

commented recently, | think we're |ooking to that event and

the very courageous behavi or during that event for heroes a



| ot nore than we're | ooking to Hollywood today, and that's
probably not all bad.

But of course today we're going to tal k about
Enron, because just |like Anerica is under attack by
terrorism | think we're under attack, and we're going to
tal k about that today. | said in nmy phone nmail and ny
e-mail we do have a lot to talk about. |'ve been reading
your questions. You particularly want to hear nore about
LIJM the related party transaction which involved our Chief
Financial Oficer, and of course that is at the SEC i nquiry,
i nformal inquiry underway.

And I"mgoing to talk about all of that, and I'm
going to try to tal k about anything el se you want to tal k
about inthe Qand A. | wll say that there are going to be
sone limtations, given we do have the SEC request, and
that's what it is right now, request for sone information,
but certainly out of events like this you have | awsuits and
ot her things that occur. And so | and others in the office
m ght have |imtations on sonme specific details, but we're
going to be as candid as we can with you.

But before I discuss this, | think it inportant
that you hear an abbrevi ated--of course originally we had

pl anned a nuch | arger--an abbrevi ated presentati on on our



third quarter results from G eg Wuall ey, our President and
Chief Operating Oficer. These results were in fact very
strong as the conpany continues to performat a very high
| evel .

But after Greg concludes his 10- or 15-mnute
presentation on the highlights of our third quarter results,
["mgoing to junp back in to talk about LJM and sone ot her
matters, and of course to take your questions. So Geg, if
you woul d do that, please.

[ Appl ause. ]

MR. WHALLEY: Good norning. | want to thank
everybody for com ng today, and | do want to address our
third quarter results. [|'ll try to be quick. There are a
| ot of issues to get to. It shouldn't take ne nore than
about 10 m nutes.

Despite the fact that we've done sone resegnenting
and sone increnmental disclosures on our business, which we
will by the way continue on through the end of the year as
we try to provide our bal ance sheets and all ocated capital
by these segnents, we still can characterize them at | east
for the tinme being, in these three broad groups: the
transportation/distribution group, whol esal e services group,

and the retail services group



The overall performance of the conpany was to
report a net income increase of 35 percent over the
prior--the relative quarter in the prior year

As you | ook at the nunbers, the
transportation/distribution nunbers, which includes natura
gas pi pelines, Portland General, and the gl obal assets,
reported at IBIT of $87 million for the quarter conpared to
$176 million for the sanme period a year ago. The primary
results of the decline had to do with the earnings off of
Portl and General, and had to do with purchase of power to
serve their |oad, which had declined in value. | wll
answer questions on that to the extent necessary.

The whol esal e services busi ness al so reported
substantial earnings growh, growh in IBIT of 28 percent,
to $754 million for the third quarter of 2001, conpared to
the $589 million for the prior year. This increase was
attributed to extrenely strong growth throughout the
busi ness segnment, especially in the energy businesses and
Enron Aneri cas.

The retail services business also reported
positive quarterly IBIT of $71 mllion, a 163 percent
i ncrease over a year ago. The profitability continues to

accel erate very quickly in the business, and we're very



pl eased with those results.

Enron's broadband segnent reported a | oss of $80
mllion, which substantially exceeded the prior year, and
we' || address sonme of the issues associated w th broadband.

In total, we had a total IBIT of $773 nmillion,
resulting in a net incone of $393 million. There are
nonrecurring itens witten off, about $1.01 billion. $287
mllion of the wite-down was related to the sale of Zurich
[ Azurix] and the wite-down of certain Zurich [AzuriXx]
assets in North America. $183 mllion was associated with
Enron broadband services, primarily associated with
severance costs, wite-down of inventory costs, as well as a
write-down of contacts. $544 million related to
i nvestnments, primarily in new power and ot her broadband
I nvestments and technol ogy i nvestnents, and the unw nd of
the facility that held them

To tal k nore specifically of
transportation/distribution, our natural gas pipeline system
is one of the largest and nost cost-effective in North
America. Total conbined, it noves approximtely 15 percent
of the total natural gas to the United States, with a peak
capacity of about 10.8 bcf a day.

The outl ook for the pipelines is excellent. Gas



demand in the United States continues to grow, primarily due
to new gas-fired power generation, and a najority of our
capacity is contracted under |ong-termcontracts, and no new
rate cases until the end of 2003.

We do continue to expand into high growh markets,
to a total of approximately 2.2 bcf a day--get that slide up
there--a total of 2.2 bcf a day into Florida by 2003. Trans
Western is also expanding into Arizona and California, as
well as Northern Border is finding new markets wth nore
gas-fired power generation.

The growmh in this business and the cash flow in
this business is very strong and stable, and provides a
solid base of cash flow for the corporation.

| do want to tal k about gl obal assets. The
| argest assets as |listed here are Electro in Brazil, Dhabo
[ Dabhol] in India, and Cuiaba, also in Brazil. You can see
the asset mx by l|ocation. W have tal ked over a period of
ti me about scaling back these assets.

The gl obal assets group has been noved in with
Stan Horton, who has been managi ng our assets on the
pi peline side for sone tine. Hopefully, we'll will be able
to make them nore efficient, reduce the costs, and increase

the IBIT that we actually get out of these assets.



As to asset dispositions, we have this quarter
cl osed a nunber of transactions which--or inked a nunber of
transacti ons where we should be receiving the cash in the
near future, to include the power plant assets in Puerto
Ri co, gas distribution assets in South Anerica, EMP assets
in India, and Portland General. And to the extent we want
to get to tal king about bal ance sheets later, we'll talk a
little bit nore about that.

Suffice to say, just to address that issue up
front, despite the downgrade or the review for downgrade by
Moody's, there are sufficient inked transactions to take our
debt to total cap ratio, after these asset sales, to a | evel
that's lower in fact than they were before we took the
wite-offs.

| want to tal k about the whol esal e services group,
whi ch has experienced substantial growmh. Just to give you
a couple of general itens, physical settlenents are up 65
percent; incone before interest and taxes is up 28 percent.
We had substantial increase in physical settlenents,
substantial increase in transactions, and our franchise in
ener gy whol esale markets in North America continues to
increase its lead in terns of physical volune settled,

financial settlenments, and transactions conpleted, and it



continues to extend that.

I n Europe we have al so begun to have sone
substanti al penetration on the continent, with the nunber of
transactions increasing, and we're hoping to expand that
busi ness well into the future. In t he new markets, which
we can tal k about at sonme tine--and 1'd like to get everyone
toget her, separate groups together for presentations on new
markets that we're getting into--we're having substantia
penetration and getting sone real traction in sone of the
new markets that we're noving into. The results were very
strong and | expect themto continue.

In the retail services business, inconme before
interest and taxes was up substantially to $171 mllion, $71
mllion actually being done in this quarter. W're having
significant penetration in this market, and significant
growm h in the nunber of new transactions, especially as we
take the nodel in United States for the | arge consuner
conpl ete outsourcing and begin mgrating that to Europe, and
we take the small consunmer nodel established with Enron
Direct in Europe and begin applying it in the United States.

The nunber of custoners that we are achieving
there is beginning to grow, and our ability to penetrate

downstreamto further expand our presence in the energy
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markets in the United States is absolutely critical to our
conti nued grow h and our strong position and franchise in
both North Anmerican energy as well as European energy.

W' re very pleased with these results and we're | ooking for
strong growh into the future.

Enron broadband services was not the best quarter.
We have had sonme difficulty there related to the continue
deteriorating of the credit quality in the industry and
certain consolidation there, reducing the nunber of
counter-parties to be transacted with and the nunber of
credi tworthy counter-parties which can be transacted with in
the future.

As such, we stated at the quarter we woul d begin
scaling down this operation. W have done so, and we
continue to try and size this operation to fit whatever
opportunity is available in the future.

We woul d expect that in sone period of time there
woul d in fact be a substantial business available in
br oadband and band wi dth internediation, as well as network
services around that. G ven the current condition of the
telecomindustry, it's unclear at what point that wl
occur, and we'll have to scale this business dowmn to a size

where we can maintain the option to nove into that business
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in the future. W are considering all alternatives
avai lable to try and preserve this option to participate in
a mar ket which could be growi ng and expandi ng at sone point
in the future.

Wth those as results, I'll be happy to answer
questions on those results later, and I will turn the
presentation over to M. Lay.

[ Appl ause. ]

MR. LAY: D d you say anything at all about

retail ?

MR WHALLEY: What's that?

MR. LAY: D d you say anything at all about
retail ?

MR WHALLEY: Yes.

MR LAY: You did?

MR. WHALLEY: Oh, yes.

MR LAY: | mssed it.

Thank you, Greg. As you can of course see, the
underlying fundanental s of our businesses are very strong,
I ndeed the strongest they have ever been. But regrettably,
that's not what WAll Street is focusing on, and | doubt
that's what you are focusing on. And let nme say right up

front, I am absol utely heartbroken about what has happened,
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both the |ast few nonths and, nore inportantly, the | ast
several days.

Now, having said that, and I'll say this probably
once nore, maybe tw ce nore today, what was done a coupl e of
years ago was done very appropriately. It was approved or
revi ewed and approved by inside auditors and accountants and
out si de auditors, and inside and outside |awers, and of
course the board of directors, and all the appropriate
procedures were put in place to in fact make sure that Enron
and its sharehol ders' best interests were served. It was
appropriately discl osed.

But certainly the one thing I think nobody
understood two years ago was how difficult it was to explain
it, the perception of it. And certainly if we knew back
t hen what we knew today, we wouldn't have done it, and we'l
never do it again, anything like it.

Now, let nme start off by giving just a little bit
of history, because | think we need to put this and
everything else this year in sonme kind of context. | was
fortunate to be involved in formng the nodern-day Enron in
1985, when two | arge pipeline conpanies, Inter North in
Oraha, Nebraska and Houston Natural Gas here in Houston,

wer e merged toget her.
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W have had difficulties since 1985. Matter of
fact, the nerger was concluded in July of '85. The day
after Christmas in '85, the Peruvian arnmed forces marched in
and took control of one of our |argest assets, an offshore
oil and gas operation. One of the conpany's |argest incone
producers and one of the conpany's |argest cash flow
producers was appropri ated.

In 1986 oil and gas prices coll apsed anywhere from
two-thirds to three-quarters. W had a very high debt to
total cap ratio, about 70 percent, over 70 percent. And
then we had a couple of raiders cone in and try to buy us,
and we had a difficult tine finding any other good
alternative. Now, we finally worked that through and got
rid of them and noved ahead.

1987 we had a rogue oil trader in New York--I
believe there were two of them a trader and the
treasurer--and i ndeed they went way beyond the limts that
wer e i nposed on them exposing the conpany, and those
exposures were so great that they could have taken the
conpany down. It took us three weeks to unravel those--that
was right in the mddle, also, when there was a | ot of
gunfire in the Persian Gulf--to unravel those in such a way

that we could in fact protect the conpany, and we still took
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about a $180 mllion wite-off fromthe conpany, pretty
smal | .

1997 we had a big gas contract in the North Sea
that in fact had gotten out of the noney because of sone
changes in policies in Geat Britain, and we took a very
large wite-off on that, | think about $650 nmillion.

But et me say in each and every case the conpany
has conme back, and it has come back stronger than it was
before these incidents, and that's exactly what | think is
goi ng to happen here.

And in the intervening years since 1985, we have
transf orned what was basically a very traditional regul ated
natural gas pipeline conpany with sone other energy assets,
into today what is the world's |argest provider of natura
gas and electricity, and recogni zed generally, although a
little tarnished right now, as the preem nent conpany in our
space. And indeed we will return to that preem nence, and
we'll take that tarnish away with a little tine.

And as sad as the current nmarket price is, and
certainly I'"ve lost a substantial portion of ny net worth
and ny famly's net worth, at current prices the narket
value is about $17 or $18 billion. It was $2 billion when

we started in '85.
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But | also know that nmany of you who were a | ot
weal thier six to nine nonths ago are now concerned about the
col | ege education for your kids, maybe the nortgage on your
house, maybe your retirenent, and for that | amincredibly
sorry, but we're going to get it back.

Let nme get into the LJMissue, and then I'll share
with you sone ways we can reduce the pain and hopeful |y
restore Enron to its greatness, which | amfully commtted
to do.

LIJIM first, what was it? It was primarily a
private equity fund fornmed by Andy Fastow with Enron's
approval. Again, after all the necessary approvals. It was
formed in order to provide Enron an additional source of
equity funding for projects and investnents that woul d not
ot herwi se be available to the conpany, and with a managenent
structure that could provide reasonably qui ck approval of
projects and investnments because of Andy's famliarity with
these projects and with the conpany.

But you shoul d know Enron did not have to offer
any projects to LJM It had to be in the conpany's best
interest to offer the projects and investnents to LIM
Transactions were offered to LIJMonly when it was in Enron

and its sharehol ders' best interest.
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And because it was fully recogni zed fromthe
begi nni ng by Enron managenent and board that there was an
i nherent conflict of interest in Andy investing in
LIJIM -along with a nunber of significant other investors, |
m ght add, major banks--and bei ng General Manager of LJM at
the sane tine he was CFO at Enron, the Enron board put in
pl ace specific controls and procedures to protect Enron and
Its sharehol ders' interests.

| have reconfirned over just the |ast few days
that these controls and procedures have been adhered to.
Both the structure of LJMas well as the controls and
procedures were approved by Enron's accountants and our
out si de auditors, our inside and outside |awers, and of
course approved by our board, and then of course
subsequent|y appropriately disclosed in all of our SEC
filings for over two years.

| know this is a lot--there is a |ot of
specul ati on about Andy's involvenent. As | said, nmanagenent
and the board recogni zed there was a potential conflict of
interest. It was because of this that sonme very strict
governance and control procedures were put in place, to nmake
sure the best interests of Enron and its sharehol ders were

al ways protected. And despite what you have read in the
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Wal| Street Journal and probably el sewhere, |I'msure that in
fact these interests have been protected.

| and the board are al so sure that Andy has
operated in the nost ethical and appropriate manner
possible. But I will say here today in Andy's presence that
i f anything conmes up indicating to the contrary, then a
totally different decision would be nmade, just like it would
for anybody el se in a senior managenent j ob.

Let me nmake a few comments about the SEC
i nvestigation. This is what is referred to an infornal
inquiry. It is voluntary. It's a voluntary request for
information, is what it technically is. It is not
considered a material event, and thus not necessarily
di scl osabl e.

| ndeed, about 80 percent of the conpanies that
receive these informal requests do not disclose them and we
do not have to. But given the white-hot spotlight on Enron,
and it is white-hot spotlight, we decided we shoul d discl ose
it and the board agreed | ast Friday.

This inquiry will take a ot of time on the part
of our accountants and | awers and others, but it wll
finally put these issues to rest. This is the final and

best arbiter to put these issues that have been tal ked about
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to rest.

Now, what does all this mean for the future?
First, although the financial structures were approved by
the inside and outside |awers and all the rest of that, it
has created way too nuch noi se and way too bad a perception.
And |, and |'msure several others, are very sorry that this
i ncredi bly conplicated thing ever happened and the danage
was done to our inmage.

But nore than being sorry, going forward we wl|
be much nore interested in sinplicity. As | have said nany
times over the | ast several days, vanilla is just fine.
Vanilla is just fine. Not to discourage creativity and
i nnovation, that's what we're all about as a conpany, but
don't get too fancy, don't get too conplicated.

Al so, as you know, Andy di sposed of his managenent
and economc interest in June of this year, so he's no
| onger involved in LJM and LIJMis no longer a related party
vehi cl e.

In our third quarter report just one week ago- - of
course now it seens like a lifetinme ago--we termnated a
nunmber of arrangenents in which LJM had sone invol venent,
sonme investnment. And again, these vehicles also nade sense

at the tinme they were entered into. They do not nake sense
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now, so we term nated them so there are no simlar vehicles
now i n the conpany.

We al so need to realize that although these
vehi cl es may have made a | ot of sense when they were set up
many of the investnents did not work out well, and that was
a bigger problemhere than the fact that the structures were
set up. And of course anpong those, new power conpany,
br oadband t echnol ogi es, other technol ogy stocks.

As part of that termnation, that early
termnation, we did in fact take a reduction in equity of
$1.2 billion. That was tal ked about explicitly on the
conference call Tuesday norning.

There was no attenpt to conceal that. That again
was sonet hing that did not have to be disclosed until the
10Qis filed in md-Novenber, but again in the interest of
trying to get everything out, we put it in the conference
call, and then of course a couple of days |later got beat up
because we didn't nore promnently highlight it. But that
also resulted in about a $62 mllion share reduction in our
del eted [diluted] share account, which obviously is a big
positive for sharehol ders.

Now, |et ne conclude by saying a few other things

that may be of sone interest. |1'Il start off w th bonuses.
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Is that of any interest? And | know there has been sone
concern about it.

| f we nake our targets on a recurring basis, if we
make our targets, bonuses will be full, full anount, based
upon recurring earnings. And Geg and | have already, and
Mar k, have al ready gone through this with the conpensation
commttee and the board, and they totally agree.

They al so agree that we've got to do whatever is
necessary to retain our talent, particularly in these
turbul ent tines, because our talent is our franchise. And
we wll do everything we can to nake sure that that talent
IS protected.

These are very turbulent and very tough tinmes, and
| expect we still have quite a bit nore to come. | wll do
everything I can to turn it around. Certainly our
managenent conm ttee and MDs, who net yesterday norning for
about three hours, canme out of that roomunified, and in
fact are going to do everything they can to turn it around.

Now, it's okay to be mad, it's okay to be
frustrated, it's okay to kind of feel the world is not fair,
and probably all of those are very legitimte sentinents
right now. But the conpany is doing well. Despite the

runors, despite the speculation, the conpany is doing wel
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both financially and operationally, and in fact we expect it
to continue doing well. Qur liquidity is fine. Matter of
fact, it's better than fine, it's strong. W went through
that on the conference call this norning.

And our bal ance sheet is strong, even with the
wite-offs. As Jeff said, with the transactions that are
al ready under contract, by year end next year the bal ance
sheet will have the |lower debt to total cap ratio that it
did before this wite-off, and will be the strongest bal ance
sheet that certainly we've had since the nerger in '85.
don't know how far back you mght go to find a stronger one.

But nowis our testing tinme. These are tough
times. WIIl we nmeasure up to the challenge, or will we not?
True character is born in times of crisis. | conmented
earlier about the true heroes that we saw on Septenber the
11th. That was real character. But true character is born
in times of crisis. W need to show our character as an
or gani zati on.

And | will say also--this nmay be good news, may be
bad news--that | amhere until the board throws nme out, or
until we restore Enron to its greatness that nost of us have

experi enced.

[ Appl ause. ]
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MR. LAY: And now |l et ne ask you to do the sane.
Commit yourself that you're going to redouble everything you
do. You're going to focus harder, you're going to work
harder, you're going to be nore commtted than you' ve ever
been before. And we will conme through this, and we wll be
stronger and better on the other side, and we will again be
recogni zed by everyone as the greatest conpany in the energy
busi ness.

Thank you.

[ Appl ause. ]

MR. LAY: Al right, w're down to questions. And
|"ve got a few up here, but now | think as usual you've got
cards. | hope peopl e have been jotting down sone thoughts
or will jot down sone thoughts, and |I've got of course Geg
and |1've got really the whol e managenent team here in front,
so | think we can answer, anong us hopefully answer nost of
t hem

"In two sentences, can you please define Enron's
busi ness strategy?”

Probably could do it in even one sentence, but
basically our business strategy today is to identify energy
and commodity nmarkets where we think we can apply our

skills, including obviously our intellectual capital, our
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skills, and in fact becone the |ead participant in those
mar ket s.

And of course we have extended that beyond energy,
as you well know, in (inaudible) pulp and paper and | unber
and of course coal and many other areas, and thus far that
busi ness nodel is working very well, very well. W've got
sonme really great successes in areas outside of our
traditional electricity and natural gas businesses, and |
think we'll continue to see other successes.

Now, | know there has been a lot of interest, and
I"mnot going to answer this one today, but there's been a
|l ot of interest in the conpany's vision and whether in fact
we need a new vision. And | can't answer that today, but
that's going to be sonething that the managenent committee
is going to give a lot of thought to in the next few weeks,
and we w Il see, because we are becomng quite a different
conpany. But indeed, whatever the visionis, we wll be the
prem er conpany in that space, and | think that we've got
sonme good ideas on that.

"Havi ng worked for 10 years and show ng very
little in ny 401(k) and Enron being ny primary stock, is
there any speculation in the future to guaranteeing a

pensi on for those who have put in 10 to 20 years or nore?"
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O course, you have the regular pension as it is,
and 401(k)'s are supplenental to that. And indeed | think
we do have sone options where you can put up to 5 percent of
your salary into investnents, into retirenment type
i nvestnents, and earn on that kind of a 10-year federa
funds--or the bond rate, 10-year governnent bond rate. So
those that want to kind of be risk-averse in this
envi ronnent after the last few nonths, can in fact at |east
put cash in and a pretty good return on that cash over sone
period of tinme to be supplenental to your retirenent, too.

Now, from the standpoint of Enron stock, we're
going to bring it back. W're going to bring it back.
We're going to do everything we can to get it back as
qui ckly as we can, but we're going to bring it back. There
are a lot of believers out there, as well as a | ot of
di sbel i evers.

"Qur group recently requested perm ssion to start
wor ki ng on the Enron-approved 9/80 flexible work schedul es, "
and 1'mgoing to summarize this a little bit, "but after
only three weeks the vice president of our group decided we
coul d not continue on the 9/80 schedules. Since our group
was extrenely happy with the schedule, we were very

di sappoi nted when it was taken away, even when it appeared
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to be working successfully.”

Well, we do give individual working groups a | ot
of flexibility in setting things such as hours and work
schedul es, as well as how they organize their space where
they work and so forth. But in that case | woul d suggest
first that go talk to you supervisor and, you know,
conmuni cations is another one of our val ues.

And in the alternative or in addition to that,
we've got G ndy dson, who is now head of, anong ot her
t hi ngs, enployee relations, and really responsible for
trying to take care of concerns and probl ens, anong ot her
peopl e, concerns and probl ens of enployees. So that wl
give you still one nore avenue.

"Recently a Merrill Lynch report upgraded Enron
stock to a good long-terminvestnent, partly as a result of
Enron's efforts to mnimze debt. WII mnimzing debt be
the Enron strategy over the near term and will this nean a
noratoriumon long-terminvestnments in |arge capital assets
i ke power plants?"

We'll continue to look for good investnents in
power plants, pipelines, gas distribution systens. W wll
| ook a lot | ess aggressively for those in devel opi ng

countries, and we've already nade that decision a long tine
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ago. We're going to deenphasize these big infrastructure
projects in devel oping countries. W're going to sell a |ot
of those off. Geg gave you a list there of who they are,
regi onal |y.

But certainly we will still continue to nake good
i nvestnents in our core businesses, wherever we need to nake
t hose, where we see the good opportunities. And the core
busi nesses, basically whol esale, retail, and pipelines.

Now, that can also include LNG facilities in sone
cases. W're developing a large LNG facility offshore
Florida, and we're going to build a pipeline into Florida to
bring that into the U S. That can al so include other
rel ated type investnents, and of course increasingly now
we're | ooking at things like pulp mlls and paper mlls and
sonme other things as we get these new busi nesses noving.

Let nme nmake another comment. | made this
yesterday, | think at the managing directors' neeting. But
clearly sonme of our big investnents have not paid off. Sone
of that was shown in the third quarter results. Sone of
that is shown with the very lowreturn we're getting from
many of our large international assets in devel oping
countries.

| think if we're to be faulted--first of all, |
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al so made the point that we weren't in the whol esal e
business a little over 10 years ago, and now that's an

enor mous and highly profitable business. And of course we
weren't in the retail business about five years ago, and we
thi nk we have the business nodel there today where that can
be a huge and highly profitable business. O course we
weren't on line two years ago, and of course that has becone
a very key part of our success in whol esal e.

So we've got to tell you that we' ve al so had
successes along the way. W need nore successes and
probably fewer failures, but I think if we have nade a
m stake in sonme of these new ideas, and we don't want to cut
off creativity or innovation, we probably threw too nuch
capital at themtoo soon

| think the truly great conpany of the future is
going to be the ones that can be really ninble. They can
change direction quickly. They can be creative and
i nnovati ve, but be very disciplined in not commtting too
much capital until new concepts, new ideas, new businesses
pan out. And | hope we can all take that to heart as we
ki nd of |ook forward in our businesses.

"Despite the lowest interest rates"--1"mkind of

waiting until we get sonme cards up here fromthe floor,
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because | think those are nore current, not nore current,
but I'Il take this next one. And Geg, | mght ask you to
come up here too and take a few of these, and Mark, you want
to come up too. | always kind of like--see, | like to have
sonebody to kind of lay the tough ones off on.

[ Laught er. ]

"1l answer this next one here on the sheet first,
and then 1'I|l see who gets these.

"Despite the lowest interest rates on treasuries
inny lifetinme, Enron's internally reported cost of capital
remai ns very high. Wat tangible steps is the executive
commttee taking to reduce the huge default prem um built
into our debt's price?"

Andy?

MR. FASTOW [i naudi bl e].

MR. LAY: Yeah, in the internal, in the internal
| think it's--yeah; it is.

MR. FASTOW 1|s this on?

MR. LAY: There you go.

MR. FASTOWN Ckay; is this working? Oay. |
think the rel evant cost of capital that everybody should be
| ooking at for any investnent they're making is what is the
cost of capital that conpensates Enron for the risks that
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Enron will then own when they nake the investnment. It is
irrelevant, in my opinion, what our weighted average cost of
capital is, what our cost of equity is, or what our margina
cost of debt is. If we are not going to get conpensated for
the risk that we're buying, then we shouldn't be making the
I nvest ment .

So | think that's why the rack process, which is
probably the best point to evaluate that, is so inportant.
But it's up to any commercial person as well, who's neking
an investnment, to nake this evaluation thenselves. It's not
enough to just say | have an opportunity and I'mgoing to
make this investnent if it gets approved.

| think everyone has to take responsibility for
maki ng that determ nation, that in fact when we nake an
I nvestment, the assunptions we use when we make t hat
i nvestnment are going to cone true. Did that answer the
questi on?

MR [Whal |l ey]: Thank you, Andy.

W1l EBS continue or will broadband continue to
mar ket for Enron, as well as three or four questions
regardi ng the outsourcing of it, et cetera?

At this point in time we are considering whatever

strategic alternatives are available. W believe that, over

30



awt

time, there should be the establishnment of a viable and

vi brant bandw dth and broadband narketplace. | wll say
that there are certain areas of uncertainty in the conpany
and this is certainly one where we're gonna have to conti nue
to evaluate that nmarket as we go forward.

Needl ess to say, as we've noved over the pa--the
course of the past six to nine nonths, the conter--the
conti nued deterioration in that industry has extended out
the date at which we believed there would be such a market
established, and wll continue to, to try and size our
organi zation, appropriately, to make sure that, that we're
not spendi ng too nmuch noney in that regard, in going
forward. We'll make all of these decisions as, as we go,
but as you can see fromthe, fromthe credit quality, and a
conti nued deterioration of the conpanies in the tel ecom
space, it is pretty dire out there in the tel ecom space, and
we'll continue to evaluate our, all of our options.

Sonme nore broadband?

MR, [Lay/Whalley]: |If you don't want to, or not
yet. Wy don't you go ahead and take one of yours.

MR. [Frevert]: GCkay. A couple questions here.

What is nmy recourse, my real recourse when ny
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supervi sor does not respect ny teamideas, and threatens to
redeploy us if we do not do what he asks?

[ Laught er. ]

MR [Frevert]: Well, first of all, you know, |
think you probably ought to talk to that supervisor and see
If you can work it out yourself, but it |ooks |ike that
m ght not be possible here. So as Ken said, you do have
recourse in a couple different ways. Talk to your HR rep.

If that doesn't lead to any sort of solution, or towards any
solution, Ci ndy and her team are avail abl e, and, you know,
we're free, and the Ofice of the Chairnman al so, are very
avai lable to talk to people if you have problens with
supervi sors and problens with the organi zational structure

t here.

So a nunber of recourses, and we do want to
identify those types of supervisors that, that are providing
that feedback, because that's just not sonething we're going
to tolerate, it's not consistent with our values, and we'l]|
take care of those problens as they arise.

MR. [Frevert]: Anything else?

MR, [Lay]: [1naudible].

MR. LAY: Yeah [inaudible]. A lot of these,
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think I"'mgoing to need to handle. Like this one.

| would like to know if you are on crack.

[ Laught er. ]

MR LAY: I'Il cone back to the answer.

[ Laught er. ]

VR. : [inaudi bl e].

MR, LAY: If so, that would explain a lot. |If
not, you nmay want to start because it's going to be a |ong
time before we trust you again.

[ Laught er. ]

MR LAY: | think that's probably not a very happy
enpl oyee, and it's understandable. [I'msure a |lot of you
have sone hatred. No; |I'mnot on crack.

[ Laught er. ]

MR, LAY: It mght a been a |lot easier to take the
| ast few days if | was, but--

[ Laught er. ]

MR. LAY: In the past, we have nade certain
proj ections regardi ng our stock price based on different
Enron busi ness val uations. Based on the outl ook today, what
do you think is a fair price for our stock?

Vell, let me say that probably the | owest
val uation out there--and this is one that just canme out
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recently but--John O son, who is over at Sanders [ph], here,
i n Houston; but he is a well-respected anal yst,
very-respected analyst. H's price is $42 a share, and, and
we have others as high, still, as $80 a share, or nore.

My personal view, if you kind a | ook at what woul d
be fair, given our performance, but also given what's
happened to broadband, what's happened to the markets,
what' s happened to nultiple conpression, everything el se,
and, you know, take into account some other [inaudible] in
California, | think, certainly, we ought to be sonewhere in
the fifties. That'd be kind of a fair value today. You
m ght even be able to argue for sonmething in | ow sixties.

But, but, indeed, if we can get these
uncertainties renoved, and, and, and get back to sonewhat
nore normal markets--that doesn't nean we can't get back up
to the 80's or 90's in the not-too-distant future. But we
gotta first kind a get through this ness now.

MR. [audi ence nenber]: [inaudible] falling apart,
wal ks around the conpany knowi ng that he's selling his own
per sonal shares and options, and saying that Enron stock is
going to go to 1107

MR. LAY: That's fair. That's very fair. And

Jeff did have some very aggressive nunbers out there,
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including at the analysts neeting in January. But, but I
will also say, really, up to the first quarter, even into
the first quarter, | nean, eve--even, even then, it, it
appeared that everything as on track to keep it in probably
the 70"s or 80's at |east.

| woul d have been surprised if anybody'd been
tal king about 50's. Certainly not 40's. But, but there has
been quite a, quite a shift, including Septenber 11th. |
nmean, we've had an enornous shift in psychol ogy, anong ot her
t hi ngs, over the | ast several nonths.

Now we got a |ot of Enron-specific issues to dea
with, and, and we started dealing with sone of those a week
ago with the, with the wite-offs, and, and | think with
that, with that we have three mgjor uncertainties stil
left. W' ve got broadband, and that's on the books, net,

t oday, for about $600 million, not an unreasonable

val uation. You, you can always justify sonething | ess than
that. W' ve got California where we are, we think fully
reserved, could be nore than adequately reserved, and the,
again, the regul atory decisions, the settlenents, et cetera,
out there, are beginning to nove [in] our direction, and--

[Start side B, 838, 10-23-01].

MR. LAY: Then you've got Indian, and we're doing
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both, we're still working to try to get a settlenment out of
India. By the sane token, we're aggressively pursuing al
of our |egal renedies, and just |like they were in '95, those
are very significant. So, yeah, we, we gotta solve, we
gotta solve our internal issues, but if we keep performng
i ke we've been perform ng, we can get this stock val ue
back. Now I don't want to be unrealistic about, you know,
get--we're going to get it back to 80 in, in three nonths or
six nonths. But we can certainly get it back into the 40's
or 50's, and then of course fromthere, why, we'll see
how - what, what--you know, how, how the market's doi ng,
everything i s going.
Let me just run through a few, if you don't m nd.
In the past, we have made--1 got that one.
Any | ayoffs planned for Enron's Houston office?
And | et ne say no, | nean--1 say no. W, we can--we always
have attrition, and, and probably the workforce is con ng
down a little bit right now, and it has been this, this
whol e year, and | would, | would expect that to continue.
But, but there are no big significant |ayoffs
pl anned at any, any group that I'maware of. So | think
it's minly just a matter, we'll keep fine-tuning the
wor kforce, and try to make sure we've always got it right,
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just like they are in Europe right now, except they' ve got
nore significant attrition and, and | ayoffs over there.

But just trying to make sure we've got the cost
structure right. These are tough tines and we're going,
we're going to have to nake sure that we're just as
efficient and effective as we, as we can be.

You want to take one?

MR. [Whal ley]: There was, there was one question
that canme up a nunber of tinmes, | understand, because of,
because of how it was witten up and reported, that had to
do with what was the IR strategy and the reason for not
including the $1.2 billion hit directly to equity in the, in
t he rel ease.

| know, | know Ken addressed this point already,
and | want to say also that, that given the, the
difficulties--or the comments that have been nmade, | w sh we
had put it in the release. There was no requirenment to
place it in the release. It was in that, in designing an
earni ngs rel ease, we designed a rel ease about earnings. It
was--in reading the earnings release, we attenpted to track
down in a conference call every one of the questions that
woul d be asked about those earnings, which included this,

this wite-down of 1.2 billion in equity, and there was
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no--there was no strategy, conspiracy, or anything to not
place this 1.2 billion hit to equity in the rel ease, and we
thought it was appropriately placed in the conference call

VR. . Mark [?].

MR. [Frevert]: A couple nore questions here. In
the, in the future, |ooking forward to 2002, woul d Enron
start to decrease benefits such as severance pay, vacation,
nmedi cal , dental, and office space?

| think we did have a revision to the severance
policy last year just to get us nore in line with what other
conmpani es are, are paying sev--severance-w se, so, you know,
there shouldn't be any changes going forward there.

Really no plans to, to decrease vacation. |'m
sure that's what people are concerned about. So | think
we' |l continue forward on that basis.

As far as the nedical and dental prem uns, |
thi nk, right now, Enron pays for about 95 percent of the
overal | cost of those benefits to enpl oyees. You know, the
conmpany normin the industry is about 80 percent. | think
we recently announced that this year we're going to naintain
t hat payout fromthe conpany covering about 95 percent of
the nedi cal and dental costs, but the next year and the

followi ng years, we're going to ook to shift alittle bit
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nore of that back to the enpl oyee.

So we wanted to give you a year's notice, didn't
want to do it in this type of environnent but we wll be
shifting sonme additional costs to the enpl oyees over the
next several years, starting with the 2003 plan, and as far
as office space goes, | don't think there's really any
changes there.

| think everybody--yo know, sone of you have seen
the new building, and we're noving to a very open floor plan
concept. | think that's working very well. So we haven't
heard a | ot of conplaints, here, recently.

And the second question: Wiat are sonme of the new
mar kets Enron is considering venturing into?

W' ve already nade a great headstart, as Geg
nmentioned, in a nunber of areas. | think our European
busi ness continues to be very strong. That's a relatively
new busi ness over the |ast few years for Enron. Mbving
aggressively into new narkets in continental Europe in both
gas and power, and a |l ot of the businesses that M ke
McConnel | and his team are focused on in global narkets show
t remendous prom se al so.

Qur weat her business is taking off, our coal
busi ness is growing very rapidly, making good progress in
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our crude and products area, and a nunber of other
busi nesses in Mke's shop, | think they're show ng sone
trenmendous potential, going forward.

Anot her area that we have very high hopes for is
Jeff Mann [?] and Ray Bowing's [?] industrial markets group.
That's the effort that really, really, for the first tine,
is trying to take our whol esal e busi ness nodel and extend it
i nto new non-energy narkets, and they're getting very good
traction in the paper and pul p busi nesses, very good
traction in the steel business, and we think those wll be
significant businesses, going forward, for us.

And all those businesses | nentioned are already
profitable, so we're not going to the sane i ssues we've had
wi th broadband and, and retail, early on, in terns of
incurring big |losses for sustained periods of tine.

So | think if these businesses kick in, we're
going to see sone trenendous, trenmendous upside as far as
ear ni ngs go.

MR. LAY: Gven Enron's currently credibility
i ssues with the investnent community, shouldn't Enron fil
its top managenent positions from outside the conpany?

| guess outsource managenent, or bring in other
managenent. That's a fair question; that's a fair question.
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Let ne say | think in fact we've got a very strong seni or
| eadership group just as we've had yesterday as a group,
yesterday norning for about three hours.

| did nake a comment to them yesterday, in
reference to a question, | think it was, but, you know, this
managenent team wasn't probably as good as it appeared a
year ago, but it's sure not as bad as it appears today, and,
and, indeed, this, this is the teamthat can--

[ Appl ause. ]

MR. LAY: Sonme of you do. But this is the team
that can, that can lead this, this conpany forward, and as,
as you saw earlier in Geg's presentation, the operations,
the financial performance and the operations are superb, and
strong, particularly strong for a recessionary econony, and
few if any conpani es our size can show those kind, that kind
of performance.

We do have sone credibility issues, and they're,
they're not brand new. They've had sone tine to, you know,
to percolate here, and, and we're addressing them as best we
can. W addressed a few nore this norning, and, and we're
going to keep addressing '"emtill they're all gone, and then
of course they'Il go on to the next target and start, start
attacki ng that target.
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WIIl M. Fastow and his partners get to keep the
noney, or perhaps should they consider finding a better
place for it? For exanple, investing in Enron stock or
funding the Enron famlies who |lose their jobs as a

consequence of our stock problenf

[ Appl ause. ]

MR LAY: Well, | think I'll answer that for Andy.
| expect, first of all, that what he does with that noney is
his, is his own business. | wll say Andy did buy sone

shares here, not too long ago, to show his, his, at |east
his, his confidence in the conpany. But, indeed, whatever,
what ever happened on the other side of that wall was--in
fact, as | said, it was approved, and whatever happened on
the other side of that wall was, was up to Andy and his
partners.

Are we ripe for a takeover or nerger?

Certainly the price is |ow enough. The price is
| ow enough, and I'm sure that, that at even a pretty good
premumfor this price, there's sone people who m ght have
some interest. W' ve not been contacted, but, but, indeed,
anot her reason to try to get the, get, get this all turned
around, and | think when we tal ked about this two nonths
ago, | nean, the problemthat many conpani es have is that
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t hey understand that the, that the value of Enron is inits
intellectual capital, and that goes up and down the el evator
every day.

And so unless it's a conpany that believes they
can maintain or sustain this culture, and keep this tal ent
base, they would be buying an "enpty suit."

So we'll see, but we'll deal with that if and when
it happens. But, right now, we just need to be thinking
about how we just continue to make the conpany stronger.

"Il take one nore, Geg, and I'll let you--I think that's
t he sane thing.

What is the status of the parking subsidy?

You know, [inaudible] found out sonething, naybe,
that--what is the status of the parking subsidy? Anybody in
the front row know? Parking subsidy. W, we--we stunped
t he whol e group.

[ Laught er. ]

MR. LAY: Mark Frevert said "not enough.”

MR [front row audi ence nenber]: [i naudi bl e]
al ways has been.

MR LAY: It's always been fifty. It's $50 a
nonth. Now there's a good clean crisp answer. $50 a nonth.
Al right, Geg.
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VR. : Well, | want [inaudible].

[ Pause. ]

MR [Whal ley]: No; go ahead.

MR. [Lay] : Wat other Enron enpl oyees are
invested in LIJM? To ny know edge, none. | nean, at |east
when you're, when you're invested in LJM you were the only,
one pers--only Enron enpl oyee that invested in LIM

MR [Fastow]: [inaudible].

MR [Lay] : Mchael Kopper [?] now has an
I nterest.

MR [Fastow]: [inaudible].

MR [Lay] : He's no |longer at Enron but he

now - he was at Enron and now he has an investnent in LIM

MR. [audi ence nmenber]: [inaudible].

MR [Lay] : | think they could. You want to
answer that?

MR. [audi ence nmenber]: [inaudible].

MR [Lay]: Nowwe didn't lose $1.2 billion. Now

let's, let's not confuse those two.

MR. [audi ence nenber]: [inaudible].
MR [Lay] : Well, we, we adjust our equity but we
al so took 55--1 nean, as far as the dilute--diluted share
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account, we took $55 million--or 55 million shares out of
the diluted share account as well as canceling a note
recei vabl e.

MR. [audi ence nmenber]: [inaudible].

MR [Lay]: Boy, | mean, it was risk capital on
the other side, including the banks.

MR. [audi ence nmenber]: [inaudible].

MR [Lay] : W, we didn't guarantee it. W, we
didn't guarantee it. | mean, there was risk capital there.

MR. [audi ence nenber]: [inaudible].

MR [Lay] : Well, | suppose if
i nvest--investnents went bad, they | ost sone noney, too.
And of course they invest in a lot of different entities,
and--are there any nore off the--off-balance sheet specia
SPVs |ike Raptor, or funds |like LJM that need to be witten
down?

Was this $1.2 billion wite-down all or are there
nore hi dden probl ens?

well, first, again, this $1.2 billion was not a
wite-down, or wasn't a problem It was a matter--Ri ck, you
want to explain that. Let's get, let's get the chief

accounting officer up here to explain that.
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MR. CAUSEY: The, the adjustnment to equity, the
$1.2 billion adjustnent to equity related to an increase in
fact of equity that we have recorded associated with shares
that we were conmtted to deliver in the future, that we
never delivered. So once the--we, we were gonna deliver
shares in the future, we reported an increase in equity,
appropriately, to reflect that, that comm tnent.

When that comm tnent was terminated as a part of
term nating these, that, that increase in equity was
reversed. As Ken said, it was actually 62 mlIlion shares
that were reflected in our third quarter, fully diluted
share cal cul ation, that goes down by 62 mllion shares. CQur
ful--our third quarter diluted share nunber was around 912
mllion shares. Qur fourth quarter nunber will be around
850 mlIlion shares, reflecting that decrease, and so the
1.2--just to be clear again--the 1.2 billion reduction in
equity did not relate to | osses we took, or certainly |osses
we covered related to LIJIM but, rather, related to shares we
wi Il never issue, that we had reflected as, as potentially
i ssuabl e when we set these up.

[ M. Whalley:] Are we going provide bal ance sheets
on the varoi us businesses to Wall Street? | nade the

comment earlier, and, and we are gonna attenpt to, at the
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end of this year, and perhaps go--going forward on an
annual i zed basis, to provide a bal ance sheet breakdown by
busi ness segnent.

Now t hat involves sone pretty detailed things as
far as attributing long-termdebt that's on the bal ance
sheet to the various segnents, assessing how nuch | everage
is there and how nuch equity is there. But it is sonething
that people want an increnmental disclosure, to be able to
| ook at the return on capital, the return on equity
associ ated with the various businesses.

W're going to try to break that down and give
that increnental disclosure.

Al so a question about, about the survey results.
Several questoins about, about the "lay it on the |ine"
survey and actions that are being taken.

We did put out a nenorandum the other day,
tal ki ng about sonme of the actions that are being taken. W
are maki ng sone nodifications to the PRC. W do believe, as
we've stated in the, in the nenorandum that went out in
e-mail, that we do believe that a relative evaluation of
peopl e for the purposes of determ ning what skill sets you
have, the quality of the talent base you have, what
managenent gaps that you may have is absolutely critical
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We do know that it has, has led to sone disconfort
I n how the process was handl ed, and we're | ooking at how we
can nmake that a little bit easier, and as we've said, the
process that we're asking for at this point in tine requires
the identification of the top and bottom 10 percent, and I
believe we're only asking that, that the mandatory delivery
of that occur once a year. To the extent a business unit
finds a need to do sonething greater than that, that wld be
up to the heads of the various business units. There'll be
nore information comng on this. |If you want some nore
i nformati on on what's going on regarding the results, please
speak to Cindy d son.

MR. [Frevert]: A couple nore questions here.

Pl ease explain why we are redeploying Anerican
citizens and | eaving foreign nationals enployed in the U S.

As far as redeploynment goes, | think the
redepl oynment is really driven al nost exclusively by business
unit needs. If we're oversized or overstaffed, or in
busi nesses that aren't performng well, we're gonna nove
peopl e out of those. So it really has nothing to do with
whet her sonebody's an American or a foreign national. W're
redepl oyi ng people in sone of our U S. businesses. W're

al so redepl oyi ng peopl e in our European businesses.
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| think sonme of you read about sonme of the
cut backs that are going on in Europe. That's really a
normal course of the business cutback.

We are tryign to cut about 5 to 10 percent of the
overal | enpl oyee base becasue certain businesses just
weren't going to generate the returns that we had expected.
So we cut back a little bit there. Virtually all of those,
all of those enployee cutbacks were done voluntarily. |
nmean, we had over 300 people that accepted the voluntary
severence plan, which neans that virtually nobody is gonna
be asked to nove out that didn't want to.

So | think it's inportant also to keep in mnd
that as, as we continue to grow, we are a gl obal conpany.
W' ve got trenmendous talent in Europe, we've got trenendous
talent in North Anerica and our South Anerican operations,
our Asian operations, and we're always gonna want to nove
poepl e around. So hopefully we're going to continue to have
peopl e from Europe and South Anerica in North America and
Vi ce-versa.

| think that's going to be a real key to continue
to grow on a, on a global basis.

The second question. Please comment on
consi deration given to repricing epnl oyee options.
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| think we've talked about this a little bit
before. It's really not sonething that, that we would
consider or that the board woul d consider, or the Conp
Committee would consider. W think there's other ways we
can continue to get equity out into people's hands and help
peopl e share in the upside as the stock price rebounds, but
repricing options would destroy credibility, entirely, with
our sharehol der base, our outside investors, and it's just
not something we could really do at this time, or probably
in the future either

Adn then, finally, any truth to the runor that the
Christmas party will be a conpany-w de event at Enron Fiel d?

Yes.

MR. [Frevert]: Yes.

[ Laught er. ]

MR. LAY: And let nme say on the, on the stock
option questoin, of course this year we had a speci al
one-year stock option award, and we've not nade any deci sion
for next year, we'll surely look at it, but hopefully the
next year it'll becone a lot |less than this year

| htink we've got tinme for just a few nore.

You say that earnings are strong and we are

performng well, but how nmuch of htis is actually realized?
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Are we going to be nore conservative in the future in
determining the fair value of sone of our transactions and
I nvest ment s?

W' ve, we've gone through this, and, and for the
nost part we think we've been pretty conservative. Now, in
sone cases, we of course have been surprised later, but I
think the nore inportant question is whether we can get cash
tracki ng the earnings closer, and, certainly, we're, we're
wor ki ng hard on that, and I think in fact we will get there.

| nmean, this year a |lot of inprovenments have been
made, and | think in future years it wll.

Street.comreferenced two trusts, one a billion
dollar trust, two--another 2.4 billion trust, asked how we
were going to cover those liabilities, and our ersponse has
been asset sales. How are we going to inprove our debt
into--debt ratio of asset sal es recovering these trusts?

Well, matter of fact the two trusts they're
referring to have a bunch a assets in them adn those assets
are primarily energy assets, nicluding | arge power plants
with long-termcontracts behind them 1ong-term power
pur chase agreenents behind them and, indeed, based on the
val uations, the nost recent valuations, those assets are,
are adequate to cover those trusts.
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And those are public trusts. | mean, all of
the--and that's not Iike LIJM and that's not |ike sone of
the others. But, but, indeed, it shows how, how sone people
are using various places to try to get people thinking about
things that--we had a question like that on, on the
conference call this norning.

Now | think the calculation tehre was if, if they
all, if they all went to zero adn we had to fund them which
is a too, too--extrene exaples, then, in fact, you' ve got to
si sue another--1 forgot what the nubmer was this norning,
but it's probably about 12, 14 percent of equity, which, you
know, is quite a bit. But, but that's if everything went to
zero, and of course if we didn't--if, if both those triggers
that we don't think will trigger happen. That's teh $80
stock option.

According to financial reports, Enron execs have,
have redeened over $700 million in stock options the past 12
nont hs, and, and nost of those executives are no |longer with
the conpany. This an eaxnple of executive cnpbpensation out
of control and, and leaves little incentive for those
enpl oyees who actually have to work.

[ Laught er; appl ause. ]

MR. LAY: [inaudible] stock price, and et cetera,
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et cetera. Are we going to reconsider conpensatoin?

Basically, the conpen--first of all, the
cnopensation is not sonmething we pull out of the air.
nmean, it's based on a | ot of analysis done by outside
consul tants on, on conparing positoins, conparing
conpensation, what it, what it takes to kind of both attact
those kind of, people to those kind of positions and retain
‘em

Now i n sone cases, including the last two or three
years, our stock price went up significantly nore than
probably was assuned in the nodel. That was also true of a
| ot of other conpanies, |I mght add. And so cnobpensation
was sonewhat greater than was expected. And as to whet her
they cash in or not, that's an nidividual coice.

But we will continue to be copetitive, but we're
not trying to be reckless, and, ceratinly, the Conp
Committee's |looking at that all the tine, to make sure that
It is reasonable.

Waht is teh status of resolving the dispute with
I ndi a regardi ng the Dhabol [Dabhol] project?

| think I answered that but | wll add one nore
thing. The prine mnister of India's comng to the U S. to

nmeet with President Bush in Novenber, | think it's Novenber
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9th, and so, again, there's a, there's a great push on their
side to see if it can get resolved between now and Novenber
ot h.

Now |'ve not seen 'e do nmuch of anything of
consequence in two or three weeks, so I'mnot really
expecting nmuch, but at least we're, we're back at the table
and trying to see what we can do.

Anal ysts have been conpl aining that Enron's
bal ance sheet | ooked enigmatic for sone tine now Related
party transactions added nore nystery to their work.

How are we going to restore our reputation on Wall
Street? Wat steps we're going to take.

Well, | think the steps, like we took |ast week,
of early termnation of the Raptor, the Raptor events, try
to be just as transparent and candid with, with Wall Street
as we can, as we were this norning for about an hour on, on
a conference call, and just keep answering their questoins.

Now we don't have any nore vehicles |ike Raptor.
We don't have any nore vehicles |ike LIM W don't have any
rel ated-party transactoins. W're just trying, trying to
clean it up. As | said, vanilla is just fine; vanilla is
just fine.

How shoudl our bonuses this year conpare with | ast
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year ?

If on a recurring basis, and a target basis, we
did better than | ast year, odds are you'd get a little bit
better bonus, if you perforned outstandingly.

| need--we need--1'"msorry?

MR. [audi ence nenber]: [inaudible].

MR. LAY: In any event, | want to go back to what
| tal ked about before. These are tough tines, and, adn
there's, there's plenty of understanding as to why sone
poel e are hostile, and you have, you have a reason to have
sonme concerns. W've all been danaged. W' ve all been
attacked, both individually and as a conpany, and as a
gr oup.

But what | would ask you to do is, is to reconmt
to the conpany and do the very best job you can, whateer
group you're in, and we will conme through this. As | said
earlier, we will cone through this stronger. This is a tine
that will build sone character, and tough tines always build
character. But we will conme through it and we will be even
a greater conpany on the other side.

So thanks very nuch.
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